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Fund Stand-By Arrangement with Brazil 


At the request of the Government of Brazil, the 
International Monetary Fund has agreed to a stand-by 
arrangement, in connection with a program of economic 
and financial stabilization, under which the Brazilian 


Court Decision on Gold Sovereign 


The Court of Cassation, the Supreme Court of Italy, 
has ruled that British gold sovereigns are legal tender, 
and it has rejected appeals by four men sentenced by 
two lower courts in the past three years for counterfeit- 
ing such coins. The Court has held that the gold 
sovereign is still legal tender because the law which 
ordered its coinage in the United Kingdom has not yet 
been repealed, and its function as legal tender con- 
tinues, even though with certain limitations. 

Source: The Financial Times, 
May 30, 1958. 


London, England, 


Europe 


U.K. Industrial Production 


The seasonally adjusted index of industrial produc- 
tion in the United Kingdom for March, which a month 
ago was provisionally estimated at 137-138 (1948=— 
100), has been revised to 138, and the figure for April 
is provisionally estimated at 137-138. The index for 
both March and April 1957, when output was affected 
by the shipbuilding and engineering strikes, was 137. 

At present, rising output of durable goods, especially 
of motorcars, is probably playing an important part in 
preventing the index from declining. But motorcar 
production in May will have been reduced by a strike 
and, looking further ahead, industrial production must 
soon reflect the check to expansion of exports and the 
effects of the official policy of restraint on home demand. 
Also, current rates of interest will make it expensive for 
manufacturers to stockpile finished goods. 


Source: The Times, London, England, May 31, 1958. 


Irish Bank Rate 


The Central Bank of Ireland announced on May 31 
a cut of % per cent in its discount rate, to 5 per cent. 
The rate was reduced from 6 per cent to 5% per cent 
on March 27 (see this News Survey, Vol. X, p. 306). 


Government may purchase, during the next 12 months, 

up to $37.5 million in currencies held by the Fund. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., June 3, 1958. 


As from May 31, the commercial banks lowered 
interest rates on deposit accounts by % per cent. The 
new rates will be 1% per cent for amounts under 
£25,000 and 3 per cent for amounts over £25,000. 
Ordinary lending rates were also reduced by % per 
cent, to 6% per cent. 

Source: The Financial Times, 
May 30, 1958. 


Danish Monetary Situation 


The recent easing of the domestic liquidity position 
of Denmark is ascribed by Finanstidende mainly to the 
net inflow of foreign exchange caused by balance of 
payments developments. Danish export earnings, in- 
cluding income from shipping, have remained high, 
while expenditures for imports have been falling, be- 
cause of lower import prices and of lower demand as 
production and employment have been falling. More- 
over, the demand for credit has decreased, and the 
supply of means of payments has declined, as a result 
of the fall in production and employment and the expec- 
tations of a further decline because of the international 
economic situation. 

On the other hand, Finanstidende points out, it is 
inconceivable that the easing of the liquidity position 
may have been caused by fiscal policy, as has been 
stated in many quarters. Both in the second half of last 
year and in the first quarter of this year, the Govern- 
ment has had a positive balance on its transactions 
with the private sector, and the resulting decrease in 
liquidity could not possibly have resulted from the 
easing of the credit situation, regardless of the fact that 
the Government has ceased selling bonds, particularly 
since the National Bank at the same time has sold a 
considerable amount of bonds. It is of no importance 
for the credit market whether the public sector’s sales 
of bonds are carried on the accounts of the Govern- 
ment or of the National Bank. 

Source: Finanstidende, 
May 17, 1958. 


London, England, 


Copenhagen, Denmark, 
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Repayment of Danish Dollar Loan 


The Danish Ministry of Finance has announced that 
the Danish 4% per cent dollar loan floated in 1928 
will be fully redeemed by October 15, 1958. According 
to the loan contract, the loan of $55 million was to 
have been amortized by 1962; however, owing to pur- 
chases of bonds at a discount in the thirties and im- 
mediately after World War II, the installments for 
1960, 1961, and 1962 have already been cleared. The 
balance of the loan outstanding in March 1956 was 
$11 million. 


Sources: Bérsen, Copenhagen, Denmark, April 30, 
1958; The Journal of Commerce, New York, 
N.Y., May 1, 1958. 


Danish-Russian Trade 


The purchase -by the Soviet Union of 7,000 tons. of 
butter in Denmark for delivery this summer (see this 
News Survey, Vol. X, p. 372) will increase the Russian 
debt to Denmark very considerably. Since, in addition, 
large orders are to be filled by Denmark in the coming 
years, Danish claims on the Soviet Union will grow 
rapidly, and the Russians will have to make intense 
efforts to increase their sales of goods in Denmark. 

Favorable Russian prices have now been offered in 
several fields, but as yet the qualities involved in many 
cases do not correspond fully to Danish conditions; as 
a result, really important transactions have been made 


only in respect of timber, of which Danish importers 

have recently purchased 9,000 standards. The Russians 

agreed to an escape clause and, consequently, the Dan- 

ish purchase price was reduced by 6 per cent after the 

last Russian timber offer to the United Kingdom. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, May 23, 1958. 


City of Oslo Bond Loan 
The City of Oslo has issued an $11 million bond loan 
on the U.S. market: $8 million of 52 per cent, 15-year 
bonds, priced at 97% per cent, thus yielding 5% per 
cent, and $3 million of 4% per cent serial bonds. The 
latter are priced at par and will be repaid in three 
installments on June 1, 1960, 1961, and 1962. This 
is the first loan offered on the U.S. market by a Nor- 
wegian municipality since the war; the City of Oslo 
last issued a loan on the New York market in 1936. 
The net revenue from the sale of the bonds will be 
added to the dollar reserves of the Bank of Norway, 
and an equivalent amount in Norwegian kroner will be 
transferred to the City of Oslo. The funds will be used 
by the municipal electric and power company, partly 
to finance a new power plant. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, May 28, 1958. 
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Swedish Exchange for Travel 


An amendment of Sweden’s foreign exchange regula- 
tions will permit travelers leaving Sweden to take with 
them such foreign means of payment, including checks 
and other instruments of payment in Swedish kronor, 
as they may have purchased from the Riksbank or a 
travel exchange agency, in addition to Swedish and for- 
eign notes equivalent to SKr 1,000. When means of 
payment in excess of SKr 1,000 are taken out of the 
country, the general rule is that the traveler must have 
the details noted on his passport or other document of 
identification, unless he is in possession of a stamped 
voucher certifying that the excess amount has been 
purchased in the prescribed manner; however, travelers 
to other Nordic countries may take with them means of 
payment up to a total of SKr 5,000 without having to 
comply with this requirement. 


The amended regulations apply both to Swedish citi- 
zens and to foreigners resident in Sweden. Foreigners 
resident in other countries may, without formalities, 
take out of the country travel exchange which they 
brought in when entering. 


Source: Svenska Dagbladet, 
May 25, 1958. 


Stockholm, Sweden, 


Industrial Production in Sweden 


The volume of production in Swedish industry in the 
first quarter of 1958 was 2 per cent greater than during 
the corresponding period of 1957. However, in 1957 
the increase during the first quarter had been 5 per cent 
greater than in the first quarter of 1956. 


First quarter figures for 1958 compared with 1957, 
and for 1957 compared with 1956, show that capital 
goods industries increased the volume of production by 
1 per cent in 1958, whereas there had been an increase 
of 6 per cent in 1957. The increases for the consumer 
goods industries were 4 per cent in 1958 and 1 per 
cent in 1957. Iron ore mining and metal processing 
showed no increase in 1958; in 1957, there was an 
increase of 6 per cent. In the steel and other metal 
manufacturing industries, production fell by 6 per cent 
this year, against an increase of 10 per cent in~1957. 
The pulp and paper industry also shows stagnation 
tendencies in contrast to an increase of 7 per cent in 
1957. Output in the food industry increased by 10 
per cent, compared with a decrease of 2 per cent in 
1957. The employment index in the engineering indus- 
try dropped by 1 per cent in 1958, compared with a 
rise of 3 per cent in 1957. 
Source: Svenska Dagbladet, 

May 17, 1958. 


Stockholm, Sweden, 
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Unemployment in Sweden 
Unemployment in Sweden fell by 16,645 between 
mid-April and mid-May, to 42,567. The May figure, 
however, exceeded that in mid-May 1957 by 13,094. 
Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, May 29, 1958. 


Loans to Finland 


The Finnish Industrialiseringsfonden Ab signed a 
contract on May 20 for a loan of BF 250 million, 
arranged in Belgium by Fédération des Entreprises de 
l'industrie des Fabrications Métalliques (Fabrimetal) 
and Sopex Belge S.A. The loan funds are being made 
available to the Finnish company for the financing 
of purchases of Belgian machinery by Finnish industrial 
firms. When a Finnish firm places an order with a 
Belgian supplier, it will be required to provide cash for 
20 per cent of the purchase price of the machinery; the 
remaining 80 per cent will be financed out of the loan 
funds. The loan will carry interest at 8% per cent and 
will be repayable over five years in half-yearly install- 
ments. The individual credits extended by the Indus- 
trialiseringsfonden Ab to the Finnish importers will be 
in Finnish currency “tied to the Belgian franc exchange 
rate.” 

A communiqué published after the visit of the Presi- 
dent of Finland to the U.S.S.R. states that the U.S.S.R. 
has agreed in principle to grant Finland a long-term 
loan of 400-500 million rubles (US$100-125 million 
at the official exchange rate) at a low interest rate. 
The loan is to be used to purchase from the U.S.S.R. 
goods for the development of the Finnish economy. 
Detailed negotiations will be conducted after the Fin- 
nish Government has presented a plan for the use of 
the loan. 

In a separate agreement, the U.S.S.R. has agreed to 
purchase 12,000 tons of butter from Finland, in addi- 
tion to the amount specified in the trade agreement. 
The U-K. restriction on butter (see this News Survey, 
Vol. X, p. 370) means, in practice, that Finland must 
prepare to reduce its exports to the United Kingdom 
from 20,000-24,000 tons to 7,500 tons per year. The 
new contract with the U.S.S.R. will take care of most 
of the surplus which otherwise would have resulted. 
Sources: Hufvudstadsbladet, Helsinki, Finland, May 21 

and 22, 1958; Norges Handels og Sj@fartsti- 
dende, Oslo, Norway, May 30 and 31, 1958. 


Economic Situation in Italy in 1957 


Italy’s Minister of the Budget, Mr. Medici, in a report 
on the economic situation presented to Parliament on 
March 29, stated that the Italian economy had expanded 
in 1957 at a higher rate than during the preceding year. 
The gross national product at constant prices rose by 
almost 6 per cent, compared with 4 per cent in 1956. 
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Agricultural output, which had declined by 3 per cent 
in 1956, expanded by 1 per cent in 1957, despite 
adverse weather conditions. Industrial production rose 
by about 8 per cent, the same percentage increase as 
in 1956, but the rate of increase slowed down in 
December. In each of the two years, the output of 
consumer goods and of capital goods increased at about 
the same rate. External demand in 1957 continued to 
provide a powerful stimulus to industrial expansion. 

The volume of domestic consumption rose by 4 per 
cent, substantially the same rate as in 1956. The share 
of expenditure for durable consumer goods and services 
has continued to increase steadily, reflecting a slow rise 
in the standard of living. 

The volume of gross investment increased by about 
6 per cent in 1957, in contrast to an increase of less 
than 4 per cent in 1956, ..Gross: investment: continued 
to absorb about the same percentage of gross national 
product as in recent years (some 23 per cent). Inven- 
tories rose less than in 1956, but there were large 
increases in public works (14 per cent), fixed industrial 
investment (10 per cent), and housebuilding (8 per 
cent). 

The number of jobs outside of agriculture is esti- 
mated to have increased by about 300,000 in 1957, 
compared with some 260,000 in 1956. The number of 
registered unemployed fell by some 10 per cent, to 
about 1.8 million; thus, unemployment continues to 
represent a serious economic problem, despite the gains 
made in recent years. 

Prices on the whole remained stable last year. Be- 
tween December 1956 and December 1957, wholesale 
prices fell by 1 per cent while retail prices increased 
by less than 2 per cent. The cost of living rose by 
almost 4 per cent, mainly on account of an automatic 
increase in controlled rents as of January 1, 1957 and 
a temporary increase in food prices owing to bad 
weather in late 1957. 

The budget for the fiscal year beginning July 1, 1958 
provides for total expenditure of Lit 3,258 billion and 
total revenue of Lit 3,123 billion. The deficit of Lit 135 
billion is below that budgeted for 1957-58 (Lit 205 
billion). 

The money supply, which had expanded by 9 per 
cent in 1956, increased further, by 6 per cent, in 1957. 
Savings deposits continued to grow at a considerably 
higher rate than the money supply. Credit to the private 
sector expanded somewhat less, and credit to the Gov- 
ernment somewhat more, than in the preceding year. 
Foreign assets continued to rise substantially, and this 
increase represented an important expansionary factor 
in 1957. 

There was a large increase in the foreign trade 
turnover, with imports rising somewhat more (9 per 
cent in volume) than exports (7 per cent in volume). 





380 


Receipts on account of tourism, services, and private 
donations rose substantially. For the first time in the 
postwar period, the balance of payments on goods, 
services, and private donations was in surplus ($69 
million). With $95 million of economic aid from the 
United States (mainly in the form of surplus agricul- 
tural commodities) and a substantial inflow of long- 
term capital ($103 million), foreign exchange reserves 
rose by $274 million, to $1,380 million. 
Source: Statement by the Minister of the Treasury, 
Relazione Generale sulla Situazione Economica 
del Paese (1957), Rome, Italy, March 29, 
1958. 


Tax Revenue in West Germany 


Tax receipts in West Germany for the fiscal year 
1957, announced by the Federal Finance Ministry, 
show that, in contrast to previous years, the results fell 
short of the original estimates. Tax receipts by the 
Federal Government, at DM 27,038 million, were 
DM 623 million higher than in the preceding fiscal 
year, but DM 546 million less than had been estimated. 
One reason for the shortfall from the estimate was the 
declining rate of increase in the social product; another 
reason may have been the various changes in tax rates. 
The Linder fared considerably better as far as tax 
receipts were concerned; their receipts increased by 8 
per cent, or a little over DM 1 billion. This shows that 
the tax reductions that came into force in 1956 and 
1957 have been largely at the expense of the Federa- 
tion. Federal and Linder tax receipts, taken together, 
came to DM 41.02 billion in fiscal 1957—an increase 
of DM 1.66 billion, or 4 per cent, on the year. Re- 
ceipts under the equalization of burden scheme reached 
DM 2,036 million last year, and those under the coal 
levy were DM 323 million. 

Source: Handelsblatt, Diisseldorf, Germany, May 19, 
1958. 


West German Metal Trade 


The annual report of the Precious Metals Trade As- 
sociation, Diisseldorf, states that consumption of gold 
in West Germany increased by 51 per cent in 1957 and 
consumption of silver by 12 per cent, but that domestic 
production of precious metals, using German and for- 
eign ores, did not increase in proportion to consump- 
tion. Output of silver rose from 245,000 kg. in 1956 
to 268,000 kg. in 1957, of gold from 1,935 kg. to 
1,972 kg., and of platinum from 11.1 kg. to 32.1 kg. 
The proportion of gold consumption covered by home 
production consequently fell from 6.6 per cent to 4.4 
per cent, and that of silver consumption from 23.7 per 
cent to 18.3 per cent. Imports of gold rose from 
27,000 kg. to 42,000 kg., of silver from 783,000 kg. 
to 880,000 kg., and of platinum from 872 kg. to 
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1,322 kg. The over-all cost of imports of precious 
metals increased from DM 260 million to DM 340 
million, of which silver accounted for about DM 111 
million, gold for about DM 208 million, platinum for 
about DM 17 million, and palladium for about DM 4 
million. For the first time, Russia was the main sup- 
plier of gold and platinum, while Mexico and Peru 
continued to provide the greater part of silver imports. 
Imports of gold coin fell to DM 8.5 million, from 
DM 41.4 million in 1956, owing mainly to the imposi- 
tion of the turnover equalization tax which added to 
the cost of imports. 

Mainly because of declining industrial demand, silver 
and platinum prices fell in the latter part of the year. 
The price of platinum—which is more dependent on 
industrial demand than gold and silver—fell during 
the year by DM 3.25, to DM. 11.8 per fine gram. The 
price of silver declined, in line with U.S. prices, by only 
DM 1.9, to DM 126.3 per kg., while gold prices 
remained stable. 

In addition to a lively home trade, the precious 
metals industry was able to report a further increase 
in foreign sales. The volume of exports of semifinished 
precious metal products rose from 74,500 kg. in 1956 
to 75,200 kg., and the value from DM 12.9 million to 
DM 14.8 million. The industry also benefited from a 
fairly appreciable rise in exports of gilt and silvered 
articles. 

Sources: Handelsblatt, Diisseldorf, Germany, April 25 
and 26, 1958. 


Shipbuilding in West Germany 


West German shipyards delivered 337 new ships 
with a tonnage of 1.15 million gross register tons in 
1957. The value of the ships was DM 2.2 billion. About 
64 per cent of the tonnage was built for foreign account. 
The largest foreign clients were Norway (130,000 
GRT), Great Britain (117,000 GRT), and Panama 
(95,000 GRT). Tankers made up about 16 per cent 
of the total tonnage, with 183,000 GRT. 

At the beginning of 1958, 177 ships were under 
construction with a total tonnage exceeding 800,000 
GRT. Almost 70 per cent of these ships are being 
built for foreign account. 

Source: Handelsblatt, Diisseldorf, Germany, May 21, 
1958. 


Eastern European Multilateral Clearing 


A multilateral clearing agreement has been signed 
by the Governments of Albania, Bulgaria, Czechoslo- 
vakia, East Germany, Hungary, Poland, Rumania, and 
the U.S.S.R. The journal of the Polish Chamber 
of Foreign Trade states that payments arising from 
commodity and service turnover between these countries 
had previously been settled on the basis of bilateral 
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clearing agreements, which involved the necessity of 
balancing payments between each pair of countries, 
with goods exchange programs providing for mutual 
deliveries of equal value. In practice, deviations from 
these programs could not be avoided, and to liquidate 
any indebtedness that might be left at the end of any 
yearly period, higher export quotas were provided in 
the next yearly agreement or, when new accounts were 
opened for the next year, additional quota lists of goods 
were fixed providing for delivery of new commodities 
or a time in which the delayed deliveries were to be 
completed. 

These bilateral agreements are described as giving 
good results in trade between socialist countries, inas- 
much as they have the character of large trade contracts 
assuring delivery of the goods provided for in the agree- 
ments, and they permit. trade and payments relations 
to develop on the principle of cooperation and mutual 
aid resulting from a common system of government. 
However, they also involve adaptation of the natural 
structure of goods turnover between particular coun- 
tries to the framework of payments equilibrium. In 
order to establish a balance, one country may be com- 
pelled to buy from another goods which it could pro- 
duce more cheaply itself or import from a third country 
on more convenient terms. The bilateral clearing sys- 
tem therefore has some deterrent influence on the 
development of international trade as viewed from the 
standpoint of international division of labor. 

The multilateral clearing system is intended to re- 
move these disadvantages of bilateral clearing. Only 
such sums as are agreed upon by the interested coun- 
tries will be presented for multilateral clearing. The 
basic payments will be settled through bilateral clearing 
accounts, but outstanding balances may, with the agree- 
ment of the interested parties, be transferred to multi- 
lateral clearing accounts. Inasmuch as both the multi- 
lateral and the bilateral settlements are effected in the 
same currency (the ruble) and the exchange of goods 
is on the basis of world prices, it is not necessary to 
fix exchange rates. A specially created Settlement 
Board is responsible for the multilateral settlement of 
accounts. The Board establishes a total balance for 
each central bank and records it on an open account in 
its books in the name of the bank. 

Provision is made in the agreement for dealing with 
the situation that may arise if there is disagreement 
between two central banks about the size of the bal- 
ances submitted to the Board for multilateral settle- 
ment. 

The final aim of the multilateral clearing is the bal- 
ancing of accounts without any transfer of free currency. 
For this to be possible, increases of monthly balances 
remaining on the accounts of the Board for settling 
should somehow be regulated during the year. Debit 
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and credit limits must be fixed for each country of a 
size representing a determined percentage of the total 
payments turnover with other partners to the agree- 
ment. The Board’s task will be to ensure that the 
indebtedness of individual partners does not exceed the 
credit extended to them, and if it does, to notify all 
partners. The natural consequence of exceeding the 
limit of indebtedness will be that the Board ceases to 
accept for settlement claims on the debtor country. 
The debtor country will then not be in a position to 
make purchases debited on the multilateral account 
unless it liquidates excessive indebtedness by deliveries 
of goods. Another method of ensuring equilibrium is 
the lowering of credit limits at the end of the year by 
up to one quarter of their original size. 

The execution of debt payments and the liquidation 
of balances are in the hands of a committee of repre- 
sentatives of Ministries of Foreign Trade. The commit- 
tee’s task is to seek the agreement of the interested 
parties for such deliveries of goods as will help to 
liquidate any balances. 

Source: Polish Chamber of Foreign Trade, Polish For- 
eign Trade, Warsaw, Poland, No. 1, 1958. 


Middle East 


Lebanon's Budget 
Lebanon’s ordinary budget for the fiscal year 1958 
(the fiscal year corresponds to the calendar year), like 
previous budget estimates, is balanced, with revenue 
and expenditure each estimated at LL 194.1 million 
(LL 170 million in 1957). On the revenue side, direct 
taxes and charges comprise 28.3 per cent of the total, 
and indirect taxes and charges 54.8 per cent. Of total 
expenditure, 22.1 per cent is allocated for defense, 
15.0 per cent for public works, 14.2 per cent for educa- 
tion, and 11.3 per cent for the Ministry of Interior. 
Source: Bureau des Documentations Syriennes et 
Arabes, Etude Mensuelle sur la Vie Finan- 
ciére et Bancaire de la R.A.U. et des Pays 
Arabes, Damascus, Syria, April 1958. 


Pakistan's Balance of Payments 


Data covering Pakistan’s balance of payments for 
1957, published by the Ministry of Finance, show total 
foreign exchange payments of PRs 2,297.4 million; 
PRs 880.3 million was for private imports, PRs 1,051.0 
million for government imports, and PRs 366.1 million 
for invisibles. Total exchange receipts were PRs 1,896.3 
million—PRs 1,692.5 million from exports and 
PRs 203.8 million from invisibles. The deficit of 
PRs 401 million was financed by drawing down the 
gold, dollar, and sterling reserves from PRs 1,262.9 
million on December 31, 1956 to PRs 1,021.4 million 
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on December 31, 1957, and by an increase of PRs 192.4 
million in foreign liabilities. Payments of PRs 564.8 
million for imports and services were met by foreign aid. 

Pakistan had a deficit of PRs 565.3 million in its 
payments with the sterling area and of PRs 183.3 mil- 
lion with the dollar area, and surpluses of PRs 177.9 
million with the OEEC countries, PRs 106.6 million 
with Japan, and PRs 63 million with the rest of the 
world. 


Source: Dawn, Karachi, Pakistan, April 27, 1958. 


Far East 
U.S. Aid for Burma 


An agreement has been signed for the purchase by 
Burma from the United States of $13.6 million worth 
of cotton, $1.8 million worth of soybean or cottonseed 
oil, $1 million worth of tobacco, and $600,000 worth 
of dairy products. Four-fifths of the payments, which 
are to be made in Burmese currency, will be converted 
into long-term loans to promote economic development 
in Burma. Ocean transportation, not included in the 
above figures, is estimated at $1 million. 

Sources: The Journal of Commerce, New York, N.Y.., 
May 28, 1958; The Times, London, Eng- 
land, May 29, 1958. 


Estimated Investment Goals for Korea 


The Reconstruction Ministry of the Korean Govern- 
ment reports that the country would require sone 
US$137.4 million in capital investment to meet the 
current national requirements for major industrial 
products. The estimate is based on a recent on-the- 
spot survey of 48 different industrial organizations 
across the country. 

According to the survey, the textile industry would 
require $23.8 million to expand its plant, the machinery 
industry $3.1 million, and the chemical industry $110.5 
million. The Ministry estimates that if such investments 
were made the country would be able to save annually 
about $90 million in foreign exchange, which otherwise 
would be spent on imports of essential industrial com- 
modities. Of this total, $18.6 million would be in tex- 
tiles, $7.2 million in machinery, and $64.3. million in 
chemicals. 

Source: The Korean Republic, Seoul, Korea, May 16, 
1958. 


Agricultural Loan in Korea 


The Korean Agricultural Bank reports that 224.7 
million hwan was advanced to farmers and farm organ- 
izations during January-March 1958 under the re- 
volving agricultural loan fund financed with counter- 
part funds. Repayments of loans during the quarterly 
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period totaled 691 million hwan, reducing loans out- 
standing under the fund to 2,577 million hwan. 

Originally, 3,945 million hwan was released to 
finance the rural lending project. The revolving fund 
increased to 3,973 million hwan at the end of March 
as the result of interest payments. 


Source: The Korean Republic, Seoul, Korea, May 17, 
1958. 


United States and Canada 
U.S. Exports 


U.S. exports in the first quarter of 1958 were at an 
annual rate of $16.4 billion, a decline of 14 per cent 
from the preceding quarter and of 20 per cent from 
the first quarter of 1957. One fourth of the decline 
from the first quarter of last year was accounted for by 
petroleum and products; other large declines were in 
raw cotton, foodstuffs, metals, and coal. Exports of 
consumer products other than food were fairly well 
maintained although there was some reduction in tex- 
tiles. Exports to Western Europe were almost one third 
smaller, and those to Japan almost 40 per cent lower, 
than a year earlier. The other major reduction was in 
exports to Canada. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., June 2, 1958. 


Bank Lending in the United States 


Information on the characteristics of bank loans to 
business firms of various sizes in the United States is 
provided by a recent survey made by the Board of 
Governors of the Federal Reserve System. Outstand- 
ing business loans of member banks of the System 
totaled nearly $41 billion on October 16, 1957, which 
was 32 per cent more than loans outstanding on Octo- 
ber 5, 1955. A high proportion of the number of loans 
on both dates was to small business firms, but most of 
the dollar volume was to large firms. 

Between 1955 and 1957, loans to large firms in 
most industries expanded much more in dollar volume 
than loans to small firms. Moreover, the increase in 
loans was greater for industries in which large firms 
predominate than for industries in which medium-size 
and small firms are relatively important. To a consid- 
erable extent, changes over the period in the size of 
firm and the industry to which loans were made were 
related to changes in the economic environment, par- 
ticularly the large expansion in productive capacity by 
many firms. 

Borrowing from banks by business firms of all sizes 
are mainly short maturities, but between 1955 and 1957 
all except the largest firms expanded their term loans— 
those with maturities over one year—much more than 
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their short-term loans. Large firms obtained most of 
their long-term financing through the securities markets, 
but small firms, with this alternative less readily avail- 
able, relied more heavily on banks for this type of 
financing. 

In 1957 as in 1955, most loans to small business 
firms, particularly term loans, were backed by col- 
lateral, while most loans to large firms were unsecured. 
Over the two-year period, the proportions of secured 
and unsecured loans within various size groups of 
borrowers changed very little. 

The expansion of loans between 1955 and 1957 was 
greater for large than for small banks, and large banks 
generally expanded their loans to small and medium- 
size firms more than the small banks. Within most 
size classes of banks, loan expansion was greater to 
large than, to, small borrowers, .In general, the growth, 
of total business loans and of loans to small firms was 
greatest in the geographic areas experiencing the great- 
est economic expansion. 

The interest rates paid on bank loans were higher for 
small than for large firms in both 1955 and 1957, but 
in the intervening period rates charged to large bor- 
rowers rose much more than rates to small borrowers. 
Businesses of a given size generally paid about the same 
rate on their loans whether they borrowed from a large 
or a small bank. 

About 5 per cent of the amount and 8 per cent of 


the number of member bank loans outstanding on 
October 16, 1957 were to relatively new firms. Most of 
these loans were to small unincorporated firms, and 
generally carried somewhat less favorable terms and 
interest rates than those to established firms. 


Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washing- 
ton, D.C., April 1958. 


Canada’s Foreign Trade | 

In April, as in the previous three months, Canada’s 
merchandise imports were sharply lower than in the 
corresponding period a year earlier, while exports 
increased slightly. The value of imports, at $1.64 bil- 
lion in the first four months of 1958, was 13.4 per cent 
less than in January-April 1957. Total exports this 
year were $1.47 billion, about 1.5 per cent below last 
year’s figure. This year’s trade deficit of $170 million 
was thus considerably below the $405 million deficit of 
last year. Most of the drop in imports and in the import 
balance was in trade with the United States. While 
exports to the United States were practically unchanged 
at around $890 million, imports were reduced by 17 
per cent, to $1,180 million; therefore, the import bal- 
ance was $290 million, compared with $530 million 
in 1957. The value of trade with the United Kingdom 
changed only fractionally from last year. The major 


383 


change in exports was in shipments to other common- 
wealth countries, which rose somewhat; at the same 
time, imports from this group of countries declined 
slightly, so that Canada’s trade surplus with the group 
rose to $45 million for the four-month period, from 
less than $10 million a year earlier. The higher trade 
surplus with the commonwealth countries was about 
offset by a decline in shipments to other overseas 
countries, which reduced the previous export surplus 
with this group. 

Source: Dominion Bureau of Statistics, Weekly Bulle- 

tin, Ottawa, Canada, May 23, 1958. 


Latin America 


U.S, Credits to Colombia elssim iS echt enncei namneelld 

The Export-Import Bank of Washington has extended 
a credit of $78 million to Colombia, to assist in main- 
taining that country’s essential imports from the United 
States. Similar credits totaling $25 million are being 
extended by 13 U.S. commercial banks. The Export- 
Import Bank credit will be repayable in ten semiannual 
installments commencing three years after the credit 
is advanced, while the commercial bank credits will be 
repayable in six semiannual installments. The interest 
rate is 5 per cent per annum. 

According to the President of the Export-Import 
Bank, the credits are important to the realization of 
Colombia’s program for economic stabilization and are 
fundamental to the maintenance of the flow of trade 
between Colombia and the United States. Operation of 
the stabilization program agreed with the International 
Monetary Fund during the past year has brought com- 
mercial bank credit under close control, reduced less 
essential government expenditures, and adjusted foreign 
exchange rates to more realistic levels, and it is restrict- 
ing imports to a level approximately 40 per cent less 
than that in 1956, the last year before institution of 
the stabilization program. 

Source: The Export-Import Bank of Washington, 
Press Release, Washington, D.C., May 29, 
1958. 


Economic Developments in Peru 

Peru’s foreign trade balance in the first quarter of 
1958 showed a deficit of $23.9 million. The deficit in 
the first quarter of 1957 had been $15.8 million. Ex- 
ports this year were slightly lower than in the first 
quarter of last year, partly because of weakening 
prices and a decline in the volume of iron ore exports. 
Imports increased on account of the efforts of mer- 
chants to make purchases before the recently enacted 
tariff increases became effective. Between the end of 
1957 and the end of March 1958, the Central Reserve 
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Bank’s gold reserves fell by $7.7 million, and its hold- 
ings of freely convertible foreign exchange rose by 
$2 million. 

The note circulation was reduced during the first 
quarter to S/. 2,453 million, from S/. 2,505 million at 
the year-end. Central Bank loans, which had increased 
by S/. 322 million in the first quarter of 1957, were 
reduced by S/. 14 million this year. The Treasury had 
no recourse to Central Bank credit, and Central Bank 
advances to the Government were reduced by S/. 41 
million. The effects of restrictive credit and monetary 
policy are also evident in a marked curtailment of the 
expansion of commercial bank loans. Commercial bank 
deposits declined by S/. 227 million during the first 
quarter of 1958, and loans increased by S/. 40 million, 
in contrast to an increase of S/. 167 million in the first 
quarter of last year. 

Sources: Banco Continental, News Letter, Lima, Feru, 
May 26, 29, and 30, 1958. 


U.S. Loan fo Chile 


An additional $25 million is being loaned by U.S. 
Government agencies to Chile for economic develop- 
ment and currency stabilization. Of the total, $15 
million will be extended by the Export-Import Bank of 
Washington to help Chile maintain normal imports of 
U.S. products. It is reported that the remaining $10 
million will be made available from U.S. foreign aid 
funds or from the Development Fund. 

These resources will supplement the stand-by ar- 
rangement with the International Monetary Fund, the 
credit extended by a group of private banks in the 
United States, and the funds available under the ex- 
change agreement with the U.S. Treasury (see this 
News Survey, Vol. X, p. 305). More than half of these 
credits, originally totaling $75 million, is reported to 
have been exhausted. 

Source: The Journal of Commerce, New York, N.Y., 
May 27, 1958. 


Other Countries 


Issue of Treasury Bills in South Africa 

From the first week in June, the South African Re- 
serve Bank will offer, for account of the South African 
Treasury, Union Treasury bills on a weekly tender 
basis. In the past, the Government has issued bills at 
fixed rates. The bills to be offered on tender will be in 
denominations of £5,000, but tenders must not be for 
less than £50,000. Allotments will be made only to 
financial institutions approved by the Reserve Bank. 
Source: The Financial Times, London, England, 

May 27, 1958. 
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South African Wool Clip 


South Africa’s wool clip in the 1957-58 season will 
total about 292.5 million pounds, about 3 per cent less 
than the clip of 302 million pounds in 1956-57. Total 
proceeds of the current season’s clip are estimated at 
£55 million, compared with £72.5 million last year. 
The average price is put at 44.5d. per pound, a reduc- 
tion of 13d. 

In the first nine months of the present season, the 
weight of wool sold at auctions and exported directly, 
or processed, dropped from 250 million pounds to 
240 million pounds, the total value from £60 million 
to £47 million, and the average price from 57.80d. to 
46.83d. per pound. 

On March 5, 1958, the South African Wool Board 
inaugurated a stabilization scheme for South African 
wool prices on the basis of an average price of 34d. 
per pound. During the period March 5-March 31, the 
Board purchased 3,487 bales of wool under this scheme. 
Sources: The Financial Times, May 28, 1958, and 

Barclays Bank D.C.O., Overseas Review, 
May 1958, London, England. 


Fund Transactions 


The record of Fund transactions in March 1958, pub- 
lished in International Financial Statistics for June 1958, 
shows repurchases of $10 million by Denmark (see this 
News Survey, Vol. X, p. 307), $8.4 million by Iran, 
and $3.75 million by Nicaragua. The repurchase by 
Nicaragua restores its full drawing right of $7.5 million 
agreed under its stand-by arrangement of October 1957 
(see this News Survey, Vol. X, p. 121). France made 
its first drawing ($65 million) under the stand-by 
arrangement of January 1958, which permits it to draw 
$131.25 million from the Fund (see this News Survey, 
Vol. X, p. 315). The Union of South Africa purchased 
$20 million of the $25 million that the Fund had agreed 
to sell (see this News Survey, Vol. X, p. 297). 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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